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WilTel, 1Inc. ("WilTel") respectfully submits the
following Reply Comments in the above-captioned proceeding
pursuant to the comment cycle established by the Commission's
Notice of Proposed Rulemaking released March 11, 1994 ("Fee
NPRM") .

WilTel opposes AT&T's proposal that the Commission adopt
carrier gross interstate revenue as the basis for establishing
regulatory fees to be paid by interexchange carriers ("IXCs").
See AT&T Comments at 3 (filed Apr. 7, 1994). AT&T's proposal
would impose a significant penalty upon the resale market
which plays a significant role in the competitive 1long
distance market by preventing discrimination and affording
small and medium-sized customers access to low-cost

telecommunications. AT&T's proposal should therefore be

rejected. C}_TS://
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A gross revenue formula necessarily will assess a carrier
for its revenues attributable to any resellers (which are also
subject to regulatory fees) as well as revenues attributable
to end users.! Such a double assessment is both
discriminatory and anticompetitive. By virtue of levying an
assessment upon the same service twice,? such a fee structure
penalizes the underlying carrier, the reseller, and the end
user. The reseller is penalized in the form of higher
underlying costs. The underlying carrier is also penalized by
decreased reseller revenue due to the resulting decreased
competitiveness of resellers. The end user customers of
resellers, typically customers that are too small to receive
discounts targeted at larger customers by larger carriers, are
also penalized; those end users will pay, and in all
likelihood pay more, for a service that has been assessed (at
least) twice: at the reseller and facilities-based carrier

levels. Ultimately, all end users will pay more if the

IThus, if Carrier A received $1,000 from the sale of
services to end users, and if the assessment rate were two
percent of gross revenues, then it would pay an assessment of
$20. However, if Carrier A also received $1,000 from the sale
of service to Carrier B, which in turn resold the service to
an end user for $1,000, both Carrier A and Carrier B would pay
assessments of $20. Resold services are therefore assessed at
roughly double the rate assessed services sold directly.

’The assessment in some cases may be more than double.
For example, WilTel obtains a substantial number of lines from
other facilities-based carriers. Where a reseller of WilTel's
network sells a service that utilizes those lines, the end
user will pay for a service that has been assessed three
times: at the level of WilTel's service provider, at WilTel's
level, and at the reseller's level.

2



competition generated by resellers is reduced or eliminated
and rates are no longer subject to competitive pressures
through reseller arbitrage.

The Commission has long pointed to interexchange resale
as an important means of introducing competition to the
telecommunications industry,? and has in fact prohibited
discrimination against resellers in order to foster the public
benefits brought by competition through resale.? Obviously,
a system of fees that disproportionately burdens the resale
market and resale customers is inconsistent with basic
Commission policy and should not be adopted absent substantial
reasons such as a clear statutory mandate.’

WilTel notes that the method prescribed by Congress,

based upon presubscribed lines, does not impose such an unfair

3 » I} ) *
.5.29_._9_;23., t Vi '
& Order, 85 FcC2d 1, 29 (1980) (noting essential role of
resellers in "enforc[ing] good industry practices.").

‘See Resale and Shared Use, Report & Order, 60 FCC2d 261
(1976) (prohibiting tariff provisions restricting resale and
sharing), Recon. Order, 62 FCc2d 588 (1977), aff'd, American

Tel. and Tel. Co. v. FCC, 572 F.2d 17 (2d Cir.), cert. denied,
439 U.S. 875 (1978).

The Commission adopted a gross revenue formula in the

TRS proceeding not as a matter of policy, but rather as a
matter of statutory' construction. See i

v , 8 FCC Rcd 5300, 5302 (1993) ("TRS III").

Admittedly, in another context the Commission has adopted a

fee structure based upon gross interstate revenues without any

clear statutory requlrement for such a structure. See

’ Memorandum Op1n10n7&'0rder on'Recon.; 8 Fcc

Iglr_ggmngnsatign
Rcd 7151, appeal docketed, WilTel v. FCC, Case No. 93-1790
(D.C. Clr 1993), consol. with, Florida Pay Tel. Ass'n v. FCC,

Case No. 91-1486. However, that decision has been challenged.



and discriminatory double assessment upon the resale market.
However, should the Commission elect to revise the statutory
IXC fee methodology on a going-forward basis, it should ensure
that the resale market is not made 1less viable by
discriminatory regulatory burdens. One simple means of
eliminating such discrimination would be to assess fees based
upon non-carrier (i.e., non-reseller) revenue. It is a
general industry practice to serve carrier and end user
customers with different business units as well as to
distinguish between carrier and end user revenues. Therefore,
assessing fees based upon non-carrier revenue would impose no
additional burdens upon IXCs while at the same time avoiding

the imposition of a regulatory penalty upon the resale market.

WILTEL INC.
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Bob F. McCoy
Joseph W. Miller
John C. Gammie
Its Attorneys

Service Address:

John C. Gammie
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Tulsa, Oklahoma 74172
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I, Marshia Younglund, hereby certify that copies of the
foregoing REPLY COMMENTS OF WILTEL, INC. were served (unless
otherwise noted) by first-class United States mail, postage
prepaid, upon the parties appearing on the attached service

list April 18, 1994.

arsiyia Yednglund



SERVICE LIST

William F. Caton*

Acting Secretary

Federal Communications
Commission

1919 M Street, N.W.

Room 222

Washington, D.C. 20554

Richard Metzger*

Acting Chief, Common Carrier
Bureau

Federal Communications
Commission

1919 M Street, N.W.

Room 500 .

Washington, D.C. 20554

Kathleen B. Levitz*

Common Carrier Bureau

Federal Communications
Commission

1919 M Street, N.W.

Room 500

Washington, D.C. 20554

Gregory J. Vogt*

Chief, Tariff Division

Federal Communications
Commission

1919 M Street, N.W.

Room 518

Washington, D.C. 20554

James D. Schlichting*

Chief, Policy Division

Federal Communications
Commission

1919 M Street, N.W.

Room 544

Washington, D.C. 20554

Barbara Esbin*

Common Carrier Bureau

Federal Communications
Commission

1919 M Street, N.W.

Room 518

Washington, D.C. 20554

Rose Crellin*

Policy Division

Federal Communications
Commission

1919 M Street, N.W.

Room 544

Washington, D.C. 20554

David Nall#
Deputy Chief, Tariff

Division
Federal Communications
Commission
1919 M Street, N.W.
Room 518

Washington, D.C. 20554

Ruth Milkman*

Deputy Chief, Tariff
Division

Federal Communications
Commission

Room 518

1919 M Street, N.W.

Washington, D.C. 20554

Bruce D. Jacobs

Glenn S. Richards

Lauren S. Drake

Fisher Wayland Cooper
Leader & Zaragoza

Attorneys for AMSC
Subsidiary Corporation

2001 Pennsylvania Ave., N.W.

Suite 400

Washington, D.C. 20006

John H. Schmidt, P.E.
Technical Director
Adelphi University
WBAU Radio

Garden City, NY 11530

J. Scott Nicholls

Manager of Regulatory
Affairs

Allnet Communication
Services, Inc.

1990 M Street, NW, Suite 500

Washington,D.C. 20036



Mark C. Rosenblum

Robert J. McKee

Roy E. Hoffinger

Attorneys for American
Telephone and Telegraph
Company

Room 2255F2

295 North Maple Avenue
Basking Ridge, NJ 07920

Frank M. Panek

Attorney for Ameritech

Room 4H84

2000 West Ameritech
Center Drive

Hoffman Estates, IL 60196

Marilyn Mohrman-Gillis

General Counsel

Lonna M. Thompson, Esqg.

Attorneys for Association of
America's Public
Television Stations

1350 Connecticut Ave., N.W.

Suite 200

Washington, D.C. 20036

Thomas J. Keller

Michael S. Wroblewski

Verner, Liipfert, Bernhard,
McPherson and Hand,
Chartered

Attorney for The Association
of American Railroads

901 15th Street, N.W.

Suite 700

Washington, D.C. 20005

John D. Lane

Robert M. Gurss

Wilkes, Artis, Hedrick
& Lane, Chartered

Attorneys for Association
of Public-Safety
Communications Officials,
Inc.

1666 K Street, N.W.

Suite 1100

Washington, D.C. 20006

Lawrence W. Katz

Attorney for The Bell
Atlantic Telephone
Companies

1710 H Street, N.W.

Washington, D.C. 20006

M. Robert Sutherland
Richard M. Sbaratta
Rebecca M. Lough
Attorneys for BellSouth
Telecommunications, Inc.
4300 Southern Bell Center
675 West Peachtree St., NE
Atlanta, GA 30375

John I. Davis
Donna C. Gregg
Wiley, Rein & Fielding
Attorneys for
Blade Communications, Inc.
and Others
1776 K Street, N.W.
Washington, D.C. 20006

Elaine Dickinson, Assistant
Vice President,
Government Affairs

Boat Owners Association

880 S. Pickett Street

Alexandria, VA 22304

Dennis C. Brown

Robert H. Schwaninger, Jr.

Brown and Schwaninger

Attorneys for Various
Clients in
Private Radio Services and
Common Carrier Radio
Services

1835 K Street, N.W.

Suite 650

Washington, D.C. 20006

Roy A. Sheppard
President

Cable Services, Inc.
P. O. Box 608
Jamestown, ND 58402



Stephen R. Effros

James H. Ewalt

Robert J. Ungar

The Cable Telecommunications
Association

3950 Chain Bridge Road

Fairfax, VA 22030-1005

David M. Hunsaker

Denise B. Moline

Putbrese and Hunsaker

Attorneys for
Carnegie-Mellon Student
Government Corporation

6800 Fleetwood Road

Suite 100

Mclean, VA 22101-0539

Thomas J. Casey

Jay L. Birnbaum

David H. Pawlik

Skadden, Arps, Slate,
Meagher & Flom

Attorneys for Cellular
Communications of
Puerto Rico, Inc.

1440 New York Avenue, N.W.

Washington, D.C. 20005

Michael F. Altschul

Cellular Telecommunications
Industry Association

1250 Connecticut Ave., N.W.

Suite 200

Washington, D.C. 20036

Tom W. Davidson, P.C.

Akin, Gump, Strauss, Hauer
& Feld, L.L.P.

Attorney for Claircom
Communications Group, L.P.

1333 New Hampshire Ave. N.W.

Suite 400

Washington, D.C. 20036

Robert A. Mansbach
Attorney for

COMSAT General Corp.
6560 Rock Spring Drive
Bethesda, MD 20817

Paul Glist

Matthew P. Zinn

Cole, Raywid & Braverman

Attorneys for Continental
Cablevision, Inc.

1919 Pennsylvania Ave. N.W.

Suite 200

Washington, D.C. 20006

Robert J. Sachs

Margaret H. Sofio

Continental Cablevision,
Inc.

The Pilot House

Lewis Wharf

Boston, MA 02110

Ed De La Hunt, President
De La Hunt Broadcasting
Corporation

P. O. Box 49

Park Rapids, MN 56470

Michael Couzens
Attorney for Fireweed
Communications Corp.
P. 0. Box 33127
Washington, D.C. 20554

James H. Baker

Executive Vice President

Forest Industries
Telecommunications

871 Country Club Road

Suite A

Eugene, OR 97401-2200

Alexander P. Humphrey

GE American Communications,
Inc.

1299 Pennsylvania Ave., N.W.

Washington, D.C. 20004

Andre J. Lachance
Attorney for GTE Service
Corporation and
Its Affiliates
1850 M Street, N.W.
Suite 1200
Washington, D.C. 20036



William J. Gordon

V.P. Regulatory Affairs
In-Flight Phone Corp.
1146 19th Street, N.W.
Suite 200

Washington, D.C. 20036

Rodney L. Joyce

Ginsburg, Feldman and Bress

Attorney for In-Flight Phone
Corporation

1250 Connecticut Ave., N.W.

Washington, D.C. 20036

William S. Reyner, Jr.
Michelle M. Shanahan
Hogan & Hartson
Attorneys for KBS
License L.P.
Columbia Square
555 Thirteenth Street, N.W.
Washington, D.C. 20004

Paul Glist

Matthew P. Zinn

Cole, RayWid & Braverman

Attorneys for Leonard
Communications

1919 Pennsylvania Ave., N.W.

Suite 200

Washington, D.C. 20006

Donald F. Evans, Director
Federal Regulatory Affairs
MCI Telecommunications

Corporation
1801 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Richard R. Zarago:za

David D. Oxenford

Francisco r. Montero

John M. Burgett

Fisher Wayland Cooper
Leader and Zaragoza

Attorneys for Named State
Broadcasters Associations

2001 Pennsylvania Ave., N.W.

Suite 400

Washington, D.C. 20006-1851

Henry L. Baumann

Jack N. Goodman

Attorneys for National
Association of
Broadcasters

1771 N Street, N.W.

Washington, D.C. 20036

David E. Weisman

Alan s. Tilles

Meyer, Faller, Weisman
and Rosenberg, P.C.

Attorneys for National
Association of Business
and Educational
Radio, Inc.

4400 Jenifer Street, N.W.

Suite 380

Washington, D.C. 20015

Daniel L. Brenner

Neal M. Goldberg

Diane B. Burstein

Attorneys for National
Cable Television
Association, Inc.

1724 Massachusetts Ave. N.W.

Washington, D.C. 20036

Joanne Salvatore Bochis

Attorney for National
Exchange Carrier
Association, Inc.

100 South Jefferson Road

Whippany, NJ 07981

Martin W. Bercovici

Keller and Heckman

Attorney for National
Marine Electronics Assoc.

1001 G Street, N.W.

Suite 500 West

Washington, D.C. 20001

Mary M. Mann

National Marine
Manufacturers Association

3050 K Street, N.W.

Suite 145

Washington, D.C. 20007



John F. Garziglia

Pepper & Corazzini

Attorney for New Jersey
Broadcasters Assoc.

1776 K Street, N.W.

Suite 200

Washington, D.C. 20006

Edward R. Wholl
Jacqueline E. Nethersole
Attorneys for Nynex Corp.
120 Bloomingdale Road
white Plaing, NY 10605

Stephen L. Goodman

Halprin, Temple & Goodman

Attorney for Orbital
Communications Corp.

Suite 650 East Tower

1100 New York Avenue, N.W.

wWashington, D.C. 20005

Joseph A. Godles

Mary J. Dent ,

Goldberg, Godles, Wiener
& Wright

Attorneys for PanAmSat, L.P.
1229 Nineteenth Street, N.W.

Washington, D.C. 20036

Robert F. Corazzini

Pepper & Corazzini

Attorney for Wireless Cable
Television System
Licensee Clients

200 Montgomery Building

1776 K Street, N.W.

Washington, D.C. 20006

Joe D. Edge
Hopkins & Sutter
Attorney for Puerto

Rico Telephone Company
888 Sixteenth Street, N.W.
Washington, D.C. 20006

W. T. Adams, President
Radio Technical Commission
for Maritime Services
655 Fifteenth Street, N.W.

Suite 300
Washington, D.C. 20005

Jonathan L. Wiener

Henry Goldberg

Goldberg, Godles, Wiener
& Wright

Attorneys for RAM Mobile
Data USA Limited
Partnership

1229 Nineteenth Street, N.W.

Washington, D.C. 20036

Eric E. Breisach

Howard & Howard

Attorney for Small Cable
Business Association

107 W. Michigan Ave.

Suite 400

Kalamazoo, MI 49007

Christopher D. Imlay
Booth, Feret & Imlay
Attorney for Society

of Broadcast Engineers
1233 20th Street, Suite 204
Washington, D.C. 20036

James D. Ellis

Paula J. Fulks

Attorneys for Southwestern
Bell Corporation

175 E. Houston, Room 1156

San Antonio, TX 78205

Robert M. Lynch

Richard C. Hartgrove

Robert J. Gryzmala

Attorneys for Southwestern
Bell Telephone Company

One Bell Center, room 3520

St. Louis, MO 63101



Jay C. Keithley

Leon M. Kestenbaum

Attorneys for Sprint
Corporation

1850 M Street, N.W.

Suite 1100

wWashington, D.C. 20036

James R. Balkcom, Jr.
President & CEO

Techsonic Industries, Inc.
Five Hummingbird Lane
Eufaula, AL 36027

Thomas A. Stroup

Mark J. Golden

The Personal Communications
Industry Association

1019 19th Street, N.W.

Washington, D.C. 20036

J. D. Hersey, Chief

Spectrum Management and
Radio, Regulatory Branch

U. S. Coast Guard

2100 Second Street, S.W.

Washington, D.C. 20593-0001

Peter J. Chenery

Past Vice Commander and
Delegate to the RTCM

United States Power
Squadrons

1504 Blue Ridge Road

Raleigh, NC 27607

*Hand Delivered 4-18-94

Doris S. Freedman, Esq.
Acting Chief Counsel
Barry Pineles, Esq.
Assistant Chief Counsel
Office of Advocacy
United States Small
Business Administration

409 3rd Street, S.W.
Washington, D.C. 20416

Jeffrey L. Sheldon,
General Counsel
Thomas E. Goode,
Staff Attorney
Utilities Telecommunications
Council
1140 Connecticut Ave., N.W.
Suite 1140
Washington, D.C. 20036

Steve Bracco

Station Manager

WGN Victory 88
Radio Station

P. O. Box 88

Millador, WI 54454

Gene Kirchner, General Mgr.
WRDN AM and FM

200 3rd Ave. West

Durand, WI 54736

ITS
2100 M Street, N.W.
Suite 140

Washington, D.C. 20554



